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SUBJECT: PARM -ANNUAL POLICY AND RESOURCE ASSESSMENT - PART I 

REF: CERP 0001 

1 . PART I - POLICY ASSESSMENTS 

A. U.S. INTERESTS 

I BELIEVE THAT THE U.S. IS PRIMARILY CONCERNED THAT HONDURAS NOT 
CREATE A THREAT TO CENTRAL AMERICAN STABILITY. THE MOST PROBABLE 
THREAT TO SUCH STABILITY RESULTS FROM THE TENSION AND POTENTIAL 
MILITARY OUTBREAKS BETWEEN EL SALVADOR AND HONDURAS EVOLVING FROM 
THE 1969 WAR AND SUBSEQUENT EVENTS. AS A RESULT, ONE OF THE 
INTERESTS OF THE U.S. IS TO HELP PROMOTE, THROUGH GOOD OFFICES 
AND ENCOURAGEMENT, THE RESOLUTION OF THIS PROBLEM. WE ARE ALSO 
INTERESTED IN HONDURAS CONTINUING TO PLAY A HELPFUL ROLE IN SUP- 
PORTING U.S. POSITIONS IN INTERNATIONAL ORGANIZATIONS AND IN BEING A 
GENERALLY MODERATING FORCE IN SUCH ORGANIZATIONS. IN REGARD TO 
STABILITY, THE LONG-RANGE SOCIAL AND ECONOMIC DEVELOPMENT OF THE 
COUNTRY WOULD HELP TO MAINTAIN A RELATIVELY STABLE INTERNAL 
SITUATION. WHILE CONTINUING TO EXPRESS OUR GENUINE 
HUMANITARIAN INTEREST IN BENEFITING THE POOREST SEGMENTS OF 
HONDURAN SOCIETY. AN ADDITONAL INTEREST IS OUR EFFORT TO 
PROMOTE U.S. TRADE TO THE AREA AND THUS MAINTAIN OR INCREASE 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 TEGUCI 01368 01 OF 02 23 1529Z 

THE U.S. SHARE OF THE HONDURAN MARKET. FINALLY, THERE IS AN 
INTEREST IN PROTECTING U.S. INVESTMENT IN HONDURAS AND IN 
SEEING THAT GOVERNMENT ACTIONS DO NOT DISCRIMINATE AGAINST OR 
PENALIZE SUCH ACTIVITIES. 

B. OVERVIEW 

I BELIEVE BILATERAL RELATOINS BETWEEN THE U.S. AND 

HONDURAS ARE EXCELLENT; AND DIFFICULTIES WHICH DO DEVELLP ARE 
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RESOLVED WITHIN A REASONABLE AND AGREEABLE FRAMEWORK. THE 
OBJECTIVE OF THE MISSION IS TO MAINTAIN AND STRENGTHEN THE 
PRESENT POSITIVE SITUATION. THIS IS MADE EASIER BY THE FACT 
THAT HONDURS IS NOW PASSING THROUGH ONE OF ITS MOST TRANQUIL 
PERIODS IN RECENT YEARS. THE U.S. SHOULD DO ALL IN ITS POWER 
TO MAINTAIN THE PRESENT EXCELLENT RELATIONSHIP BY CONTINUING TO 
SUPPLIY AAID AND SUPPORT. FOR THAT REASON, I BELIEVE HONDURAS 
SHOULD BE EVALUATED SEPARATELY RATHER THAN MERELY AS A PART 
OF CENTRAL AMERICA. 

THE CHANCES FOR CONTINUED STABILITY IN CENTRAL AMERICA ARE 
DIRECTLY RELATED TO A RESOLUTION OF THE HONDURAS/EL SALVADOR 
DISPUTE. THE POSSIBILITY OF INCIDENTS ALONG THE DISPUTED 
PORTIONS OF THE FRONTIER IS A CAUSE FOR CONCERN. I BELIEVE 
OUR ROLE SHOULD BE ONE OF ENCOURAGING RESOLUTION OF THE 
DISPUTE WITHOUT PARTICIPATING DIRECTLY IN THE NEGOTIATIONS. 

HONDURAS HAS RATIFIED THE MEDIATION AGREEMENT, AND EL SALVADOR 
MAY DO SO IN THE NEAR FUTURE. I BELIEVE THAT THE HONDURAN 
GOVERNMENT IS SINCERE IN ITS DESIRE TO REACH A NEGOTIATED 
RESOLUTION OF THE DISPUTE WITH EL SALVADOR. FURTHERMORE, I 
BELIEVE THAT THERE IS A GOOD CHANCE THAT THE MEDIATION PROCESS 
WILL BE A SUCCESS AND THAT A GENERAL PEACE TREATY WILL BE 
SIGNED BY FY 1979. IN THE EVENT THAT NO SOLUTION IS REACHED, 

THE U.S. SHOULD BE PREPARED TO OFFER IMMEDIATE HELP TO 
RESOLVE THE SITUATION. 

WITH REGARD TO ARMS, WE HAVE DONE OUR BEST TO CONVINCE THE 
HONDURAN AUTHORITIES THAT ARMS RESTRAINT IS IMPORTANT FOR 
POLITICAL REASONS. IT HAS BEEN POINTED OUT TO THE GOVERNMENT 
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THAT THE FUNDS USED IN BUYING ARMS COULD BE UTILIZED TO FURTHER 
SOCIO-ECONOMIC DEVELOPMENT. HOWEVER, THE FUNDAMENTAL OBSTACLE 
TO SUCH RESTRAINT, FROM THE HONDURAN VIEWPOINT, IS THE 
CONTINUING DISPUTE WITH EL SALVADOR. I BELIEVE THAT ARMS 
RESTRAINT DEPENDS IN LARGE PART UPON THE RESOLUTION OF THE 
HONDURAS/EL SALVADOR DISPUTE BECAUSE IT IS HIGHLY IMPROBABLE 
THAT HONDURAS WOULD AGREE TO SUCH RESTRAINT IN THE ABSENCE OF 
A SETTLEMENT WITH EL SALVADOR. 

RELATED TO THE RESOLUTION OF THE HONDURAS/EL SALVADOR 
DISPUTE IS THE RESTRUCTURING OF A CENTRAL AMERICAN COMMON 
MARKET. HONDURAS HAS RECENTLY INITIATED NEGOTIATIONS DIRECTED 
AT CREATING A NEW COMMON MARKET MECHANISM THROUGH MULTILATERAL 
NEGOTIATIONS AMONG THE PROSPECTIVE CENTRAL AMERICAN MEMBER 
STATES. THE HONDURAN GOVERNMENT IS READY TO JOIN IF THE 
ORGANIZATION, WHEN FINALLY STRUCTRED, OFFERS HONDURAS 
PRACTICAL AND REALIZABLE TRADE AND FINANCIAL BENEFITS. 

HONDURAS HAS GENERALLY SUPPORTED U.S. POSITIONS IN MULTILATERAL 
ORGANIZATIONS. THIS SUPPORT HAS BEEN A RESULT OF EXCELLENT 
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BILATERAL RELATIONS AND A SPIRIT OF COOPERATION ON THE PART 
OF HONDURAS. I BELIEVE THAT THE PRESENT COOPERATIVE 
RELATIONSHIP ON MULTILATERAL ISSUES CAN BE MAINTAINED BY A 
CLOSE AND CONTINUING DIALOGUE WITH GOVERNMENT OFFICIALS. 

THERE IS A CLOSE RAPPORT BETWEN GOVERNMENT OFFICIALS AND THE 
MISSION STAFF, AND SUCH A RELATIONSHIP PROMOTES THE FURTHERANCE 
OF U.S. INTERESTS. 

AN IMPORTANT FACTOR IN THE GOOD RELTIONS BETWEEN HONDURAS AND 
THE U.S. IS OUR CONTINUED SUPPORT OF HONDURAN ECONOMIC AND 
SOCIAL DEVELOPMENT EFFORTS. HONDURAS IS CREATING A SYSTEM OF 
NATIONAL SERVICES TO INCREASE RURAL INCOME AND PRODUCTION AND 
TO PROVIDE MORE ADEQUATE HF.LATH SERVICES AND EDUCATIONAL 
OPPORTUNITIES IN THE COUNTRYSIDE. THESE PROGRAMS, OVER TIME, 
PROMISE TO TRANSFORM HONDURAS' RURAL POPULATION FROM ONE 
CHARACTERIZED BY DISEASE AND INGNORANCE TO ONE HAVING A 
CHANCE TO LEAD FULL PRODUCTIVE LIVES. U.S. DEVELOPMENT 
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ASSISTANCE CAN HAVE A DIRECT IMPACT ON HOW SUCCESSFUL THE 
GOVERNMENT WILL BE IN WORKING TOWARD THESE GOALS. 
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THE GOVERNMENT IS SEEKING TO PROMOTE THE DEVELOPMENT OF 
VARIOUS PARTS OF THE COUNTRY. THIS IS TRUE OF THE OLANCHO 
AREA WHERE THE GOVERNMENT IS DEVELOPING A LARGE PULP AND 
PAPER PROJECT DESIGNED TO UTILIZE THE COUNTRY'S FORESTS. 
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COHDEFOR, THE HONDURAN CORPORATION FOR FORESTRY DEVELOPMENT, 
HAS BEEN SUCCESSFUL IN ATTRACTING THE SUPPORT OF VARIOUS 
INTERNATIONAL LENDING AGENCIES FOR THE PROJECT BECAUSE OF 
ITS HIGHLY SUCCESSFUL MANAGEMENT OF THE COUNTRY'S FOREST 
ASSETS. THE GOVERNMENT IS ALSO CONCENTRATING ON THE NORTH 
COAST; FOR EXAMPLE, PUERTO CORTES IS BEING EXPANDED INTO A 
MAJOR CONTAINER PORT TO SERVE AS THE MAJOR PORT FOR HONDURAS 
AND ONE OF THE MOST IMPORTANT PORTS OF CENTRAL AMERICA. 

PUERTO CORTES IS ALSO THE SITE OF A NEW FREE ZONE WHICH THE 
GOVERNMENT HOPES WILL ATTRACT SIGNIFICANT FOREIGN INVESTMENT. 
VARIOUS GOVERNMENT AGENCIES ARE INVOLVED IN EFFORTS TO DEVELOP 
THE AGUAN VALLEY, A RICH AGRICULTURAL AREA. THE BAY ISLANDS, 
LOCATED CLOSE TO THE NORTH COAST, HAVE AN ACTIVE FISHING AND 
TOURIST INDUSTRY. THE GOVERNMENT IS ATTEMPTING TO TIE THE 
BAY ISLANDS TO THE MAINLAND THROUGH THE IMPLEMENTATION OF 
SEVERAL PROGRAMS. 

I HAVE BEEN IMPRESSED BY THE ACTIVITIES OF VARIOUS GOVERNMENT 
AGENCIES. THE NATIONAL PORT AUTHORITY (ENP) HAS EMBARKED ON 
AN AMBITIOUS PROGRAM TO MODERNIZE THE COUNTRY'S PORT SYSTEM; 
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SPECIFICALLY, THE AGENCY INTENDS TO IMPROVE PUERTO 
CASTILLA AND TELA ON THE NORTH COAST AND AMAPALA AND SAN 
LORENZO ON THE SOUTH COAST. COHBANA, THE HONDURAN BANANA 
CORPORATION, HAS ALSO SHOWN PROMISE OF BECOMING A SUCCESSFUL 
AGENCY TO MANAGE THE GOVERNMENT'S INTERST IN THE COUNTRY'S 
MOST IMPORTANT PRODUCT. CONADI, THE NATIONAL INVESTMENT 
CORPORATION, HAS BEEN ACTIVE IN HELPING TO FINANCE VARIOUS 
PROJECTS, SUCH AS THE PROMISING TOURIST DEVELOPMENT ON 
THE NORTH COAST. 

IN EFFORTS TO STIMULATE DEVELOPMENT AND TO EXERCISE MORE 
CONTROL OVER ECONOMIC ACTIVITY, THE GOVERNMENT HAS SINCE 1972 
ADOPTED SOME LAWS AND INSTITUTIONS WHICH, IN THE SHORT RUN, 

HAVE ADVERSELY AFFECTED PRIVATE INVESTMENT, BOTH U.S. AND 
DOMESTIC. AGENCIES CREATED TO CONTROL THE LUMBER INDUSTRY, 
UNDERTAKE BANANA AND PALM OIL PRODUCTION AND COMMODITY 
MARKETING, PROMOTE AND PARTICIPATE IN MANUFACTURING PROJECTS 
AND EXECUTE VIGOROUS AGRARIAN REFORM HAVE INCREASED 
UNCERTAINTY IN THE PRIVATE SECTOR AND CONSEQUENTLY ARE 
RESTRAINING PRIVATE INVESTMENT. ACCOMPANYING THESE 
MEASURES HAVE BEEN MOVES TO ASSERT GREATER CONTROL OVER 
CERTAIN FOREIGN INVESTMENTS. THE LATTER ACTION RAISES THE 
POTENTIAL FOR INVESTMENT PROBLEMS. 

THE IMPROVED ECONOMIC SITUATION RESULTING FROM MORE NORMAL 
WEATHER CONDITIONS AND FROM HIGHER EXPORT PRICES HAS 
HEIGHTENED PROSPECTS FOR ECONOMIC DEVELOPMENT AND STABILITY. 
COFFEE EARNINGS, UP 250 PERCENT SINCE 1974 TO AN ESTIMATED 
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$110 MILLION IN 1976, AND ANTICIPATED FULL RECOVERY OF 
BANANA PRODUCTION SHOULD DURING 1977 HELP HONDURAS TO MAINTAIN 
ITS DEVELOPMENT INITIATIVES. WHILE OTHER FACTORS WEIGH MORE 
HEAVILY ON PROSPECTS FOR NEGOTIATING A NEW CENTRAL AMERICAN 
COMMON MARKET AGREEMENT, THESE SIGNS OF ECONOMIC IMPROVEMENT 
COULD ENHANCE THE CLIMATE FOR SUCH NEGOTIATIONS. 

CLEARLY, OUR RELATIONS WITH THE MILITARY ESTABLISHMENT WILL 
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CONTINUE TO BE IMPORTANT BECAUSE OF THE CENTRAL ROLE THE 
MILITARY PLAYS IN DIRECTING THE GOVERNMENT AND ITS POLICIES. 

OUR BILATERAL MILITARY ASSISTANCE PROGRAM IS AIMED AT 
REINFORCING THE U.S. POSITION AS THE MOST IMPORTANT FOREIGN 
INFLUENCE ON THE HONDURAN MILITARY. GIVEN THE ROLE OF THE 
MILITARY, THIS INFLUENCE TENDS TO BE REFLECTED IN A POSITIVE 
STANCE OF THE GOVERNMENT IN RELATION TO U.S. INTERESTS. 

I AM CONVINCED THAT A REDUCTION OR ABOLISHMENT OF THE MILGP 
WOULD REDUCE OUR ABILITY TO INFLUENCE THE HONDURAN MILITARY 
ESTABLISHMENT. 

THE GOVERNMENT HAS REPEATEDLY STATED THAT ELECTIONS WILL BE 
HELD IN 1979. COLONEL CESAR ELVIR SIERRA, PRESIDENT OF THE 
NATIONAL ADVISORY COUNCIL, IS PRESENTLY PRESIDING OVER THE 
COUNCIL SESSIONS WHICH ARE DEVOTED TO THE ELABORATION OF AN 
ELECTORAL LAW. I BELIEVE THAT THE GOVERNMENT IS SINCERE IN 
ITS STATED DESIRE TO HOLD ELECTIONS IN 1979; FURTHERMORE, I 
BELIEVE THAT THE ELECTIONS COULD BE HELD IN 1978 IF THE PROPER 
CLIMATE EXISTS. THE RETURN OF CONSTITUTIONAL GOVERNMENT 
WILL FURTHER GUARANTEE THE OBSERVANCE OF HUMAN RIGHTS IN 
HONDURAS. 

IN GENERAL, HUMAN RIGHTS ARE OBSERVED IN HONDURAS; FOR EXAMPLE, 
THERE IS FREEDOM OF PRESS, EXPRESSION AND RELIGION. 

FURTHERMORE, THERE ARE NO POLITICAL PRISONERS, NO EXILES AND 
NO TORTURE. THE PRESENT RURMOIL REGARDING HUMAN RIGHTS IN 
OTHER CENTRAL AMERICAN COUNTRIES WILL NOT CAUSE HONDURAS TO 
REIECT U.S. AID OR SIDE PUBLICLY WITH OTHER COUNTRIES IN THE 
AREA. I BF.LIF.VE THAT THIS WILL CONTINUE TO BE TRUE DURING 
THE PARM TIME FRAME. FURTHERMORE, IT IS MY VIEW THAT OUR 
PRESENT MILITARY AND ECONOMIC AID PROGRAMS SUPPORT THE 
CONTINUANCE OF THIS POLICY OF THE HONDURAN GOVERMENT. 

C. OBJECTIVES, COURSES OF ACTION AND ISSUES 
I BELIEVE, IN TERMS OF THE FUNDAMENTAL U.S. INTEREST THAT 
HONDURAS NOT BECOME A THREAT TO CENTRAL AMERICAN STABILITY, 
THAT CURRENT POLICIES SHOULD CONTINUE TO BE VALID FOR THE 
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PARM TIME FRAME. SPECIFICALLY, THE MISSION AS A WHOLE SHOULD 
CONTINUE TO USE ITS GOOD OFFICES AND ENCOURAGEMENT 
TO BRING ABOUT A SETTLEMENT OF THE HONDURAS/EL SALVADOR 
DISPUTE. THE EMBASSY, DAO AND MILGP COMPONENTS OF THE 
MISSION ARE MOST EFFECTIVE IN THIS REGARD. IN TERMS OF 
INTERNAL HONDURAN STABILITY, THE PROMOTION OF LONG-TERM SOCIAL 
AND ECONOMIC DEVELOPMENT PROGRAMS UNDERTAIN BY A.I.D. AND 
PEACE CORPS SHOULD CONTINUE TO BE APPROPRIATE DURING FY 1979. 

THE MAINTENANCE OF EXCELLENT RELATIONS WITH THE GOVERNMENT, 
AIDED BY THE A.I.D., MILGP AND PEACE CORS ASSISTANCE 
PROGRAMS, WILL CONTINUE TO ASSUE AN ACCEPTABLE LEVEL OF 
HONDURAN SUPPORT FOR U.S. POSITIONS IN INTERNATIONAL ORGANIZATIONS. 
THE MISSION S ONGOING COMMERCIAL PROGRAM, SUPPORTED 
BY USIS, ASSURES THE U.S. OF A REASONABLE SHARE OF THE 
HONDURAN MARKET FOR U.S. GOODS AND SERVICES. OTHER MISSION 
ACTIVITIES AND PROGRAMS SHOULD PROMOTE REASONABLE PROTECTION 
FOR U.S. INVESTMENT IN HONDURAS. I HAVE NO ISSUES TO 
PRESENT FOR WASHINGTON CONSIDERATION. 

BECKER 
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